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One of the main goals of public policy is improving the well-being of citizens. In recent years, 
quickly evolving research in the field of “economics of happiness” has shown that other 
factors of well-being beside GDP or income might be equally or even more important. 
 
The self-reported subjective well-being (SWB) is modeled as a function of true SWB, which 
is determined by a number of individual, social and economic factors. The two most 
important economic factors are considered to be income and unemployment. With both we 
have to distinguish between the individual and country level (personal and national income; 
individual joblessness and national unemployment rate). Therefore, the single-level models 
that prevail in the existing literature on SWB are not appropriate. 
 
The empirical part of the paper is based on all six waves of the World Values Survey that 
cover the period from 1981 to 2014. Dataset is combined with macroeconomic variables from 
the World Bank database and democracy indicator from the Polity IV Project.  
 
Main focus of this paper lies in the analysis of the effects of personal and general 
unemployment on SWB. For this purpose, two two-level regression models are developed. 
Factors describing individual's characteristics are included at the within level, while gross 
national income per capita, inflation rate, level of democracy and unemployment rate are 
between level variables.  
 
At first, a random intercept model is constructed and estimated. This model serves as a 
baseline model. Then this model is extended to a random intercept-random slope model, 
which makes it possible to measure moderating effects of unemployment rate on the influence 
of individual's employment status on SWB. Akaike and Bayesian criteria both show that the 
random slope model is clearly better.  
 
With both models we were able to verify the findings from previous studies on a new dataset. 
State of health, age-squared, level of democracy, and relative income are positively correlated 
with the SWB, whereas age, inflation, and unemployment are negatively correlated with the 
SWB. Women experience higher SWB than men, while single persons experience lower SWB 
than members of a couple. The effect of personal joblessness on SWB exceeds the effect of 
lost income. 
 
Furthermore, the results of the empirical analysis show that being unemployed in a high-
unemployment country is clearly worse than being unemployed in a low-unemployment 
country. An increase of unemployment rate by 1 percentage point results in a decrease of 
partial slope coefficient of personal unemployment by 0.017 points.  
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 Put differently, there is a double negative effect of unemployment on the SWB. Higher 
unemployment rates simultaneously lower the intercepts and increase the negative effect of 
personal joblessness. 
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